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the Peel Committee, the States in their desire to advance
the cause of federation modified their attitude slightly
and agreed to the pre-federation debt being made a
federal subject, provided they were satisfied that the whole
of it was covered by assets that would be taken over. The
Peel Committee did not agree with the view put forward
in a memorandum by the Government of India Finance
Department that 172 crores of the National Debt was un-
covered by assets and was 'unproductive5. The question was
referred to the Percy Committee for further examination.
The Percy Committee have reported that 'if the Federal
Government assumed responsibility for the whole of the
pre-federation debt, its obligations would be covered by
the assets also taken over', and that 'the service of the
debt will be fully covered by the sources of revenue which
will remain at the disposal of the Federal Government'.

It would be useless to go into details in a matter of this
kind. Valuation of assets is always a very debatable
question. Different results would be produced according
to the basis adopted for valuation. It is not customary in
Government departments to adopt any such valuation, and
a valuation made with a specific end in view is always suspect.

Moreover, the term 'assets' would also require defini-
tion. If only such assets as -yield a definite net return in
the financial sense are included, the results would be
different than when all assets, whether productive or
unproductive (such as public buildings in non-commercial
departments, built out of revenue), are taken into account.
The Percy Committee seem to have included all assets,
whether they bring in revenue or not>

In valuation of assets there are three possible methods:
(i) capital at charge;
(ii) earning capacity;

(iii) cost of replacement.